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PROTECTION 

AND 


THE  GOLD  STANDARD. 


[Reprinted  from  the  New  York  Sun,  of  April  29.] 

As  a  rule  Eastern  protectionists  are  in  favor  also  of  the  gold 
standard.  They  propose  to  make  prices  conform  to  the  gold  stand- 
ard, and  seem  to  think  they  can,  at  the  same  time,  hy  tariffs,  main- 
tain a  range  of  prices  as  much  above  the  prices  in|other|gold-standard 
countries  as  they  may  choose  to  fix  in  tariff  schedules.  In  other 
words,  they  propose  to  make  prices  conform  to  the  gold'standard,  but 
they  expect  that  standard  to  be  one  thing  in  the  United  States  and 
quite  another  thing  in  England,  France,  or  Germany. 

If  it  were  desirable  to  do  so,  and  we  could,  by  tariffs,  so  restrict 
imports  as  to  require  few  exports  to  pay  for  what  we  import,  and 
could  pay  for  such  imports  with  commodities  in  the  production  of 
which  we  had  great  natural  advantages,  the  purpose  of  gold-standard 
•  protectionists  might  in  some  degree  be  realized.  But  our  payments 
abroad  are  not  limited  to  imports.  We  are  a  debtor  nation;  our 
people,  our'States,  our  municipalities,  our  corporations,  owe  large  sums 
abroad,  the  intereston  which,  amounting  probably  to  something  near  a 
million  dollars  a  day,  must  be  paid  with  commodities  or  with  gold.  We 
can  pay  with  commodities  only  by  selling  them  as  low  as  they  can  be 
bought  anywhere  else.  We  have  not  in  the  past,  and  we  cannot  in  the 
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future,  pay  this  increasing  debt,  and  at  the  same  time  pay  for  imports, 
with  commodities  in  the  production  of  which  we  have  any  important 
natural  advantage.  In  fact,  the  natural  advantage  due  to  soil,  cli- 
mate, proximity  to  European  markets,  etc.,  have  in  large  measure 
disappeared  by 'the  opening  of  the  Suez  Canal,  the  extension  of  irri- 
gation in  India,  and  by  railroads  into  the  interior  of  India,  Austra- 
lia, and  South  America.  The  .gold  standard  in  the  United  States 
must  necessarily  be  the  gold  standard  of  the  world,  and  if  goldj 
appreciates  anywhere  it  must  appreciate  everywhere,  and  as  prices 
go  down  in  one  gold-standard  country  they  must  go  down  in  all. 

The  practical  situation  is  this  :  During  the  year  1893  we  exported 
commodities  of  the  gold  value  of  $847,663,184.  We  also  exported 
gold  to  the  amount  of  $87,506,463  more  than  we  imported.  Besides 
the  commodities  exported  and  the  gold  paid  away,  large  sums  in 
bonds  of  one  kind  and  another  are  annually  sent  abroad  in  lieu  of 
commodities  or  gold.  These  help  to  swell  the  debt  on  which  interest 
must  afterward  be  paid.  Statistics  are  wanting  to  show  exactly  to 
what  extent  securities  eater  into  our  international  traffic,  but  at  times 
large  amounts  are  transferred. 

But  the  material  point  in  the  argument  is  the  fact  that  the 
$847,663,184  of  commodities  which  went  abroad  in  1893,  necessarily 
went  at  very  low  prices—enough  lower  th*n  in  other  countries  to 
induce  people  to  buy  here  rather  than  any  where  else.  And  not  only 
were  the  prices  of  the  products  exported  down  t)  the  level  of  inter- 
national prices,  but  the  products  exported  constituted  only  the  sur-  • 
plus  not  consumed  at  home,  and  consequently  the  whole  of  anything 
of  which  but  a  part  was  exported  must  have  been  as  low  as  the  part 
exported.  If  we  include  then,  as  we  must,  in  the  schedule  of  low- 
priced  products,  the  entire  products  of  the  industries  of  which  some 
part  was  exported,  we  shall  find  that  they  constitute  a  very  large 
percentage  of  the  entire '  productions  of  the  country.    It  is  quite 
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apparent,  then,  that  in  order  to  pay  interest  on  the  debts  we  owe 
abroad,  and  pay  for  what  we  import,  a  large  part  of  all  the  produc- 
tions of  the  United  States  must  be  kept  as  low  as  anywhere  else,  or 
gold  must  go  to  pay  what  we  lack  in  paying  with  commodities; 
and  when  gold  goes,  credit  breaks  and  prices  tumble,  with  all  the 
disastrous  consequences  that  follow  every  such  break  down. 

The  mistake  which  gold-standard  protectionists  make  is  in  think- 
ing, notwithstanding  the  absolute  necessity  of  keeping  prices  of  all 
commodities  entering  into  international  trade  down  to  the  inter- 
national level,  in  order  to  pay  our  debts  with  commodities  and  keep 
our  gold,  that,  neverthless,  by  tariffs  and  labor  combination,  prices 
in  the  protected  industries  can  be  kept  at  a  higher  level  than  the  prices 
of  other  products,  and  at  the  same  time  be  made  to  conform  to  the 
gold  standard.  While  this  might  be  done  in  single  things,  under 
strict  monopoly,  and  where  the  number  of  laborers  in  a  particular 
field  is  also  restricted,  it  certainly  cannot  be  carried  out  in  any 
general  way.  Those  who  produce  the  commodities  of  which 
part  enter  into  international  trade,  and  which  are  therefore 
necessarily  low,  are  the  consumers,  in  large  part,  of  the 
things  produced  in  the  protected  industries  at  higher  wages 
and  higher  cost,  and  the  ability  of  those  who  produce  the  low- 
priced  commodities  to  consume  other  products  is  limited  to  the  pur- 
chasing power  of  what  they  themselves  produce.  One  who  earns 
but  a  dollar  a  day  cannot  buy  all  another  produces  at  $3  a  day; 
he  can  only  buy  one-third  of  it,  and  what  is  true  of  two  is  true  of  a 
multitude. 

The  bare  statement  of  so  plain  a  proposition  in  economics  as  that 
different  levels  of  prices  for  similar  products  cannot  be  long  main- 
tained in  any  country  is  sufficient  without  argument  to  carry  con- 
viction to  any  unprejudiced  mind.  If,  therefore,  the  pound  sterling 
is  to  be  the  standard  by  which  the  prices  of  commodities  exported  are 
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to  be  determined,  it  must  also  be  the  measure  of  prices  generally. 
There  is  no  escaping  this  conclusion. 

It  is  perfectly  safe  therefore,  to  say  that  the  next  political  cam- 
paign will  not  be  fought  on  the  issue  of  protection  and  the  gold 
standard.  They  do  not  go  together  and  do  not  furnish  ground  for 
a  successful  political  battle. 

A.  J.  Warner. 


PROTECTION  AND  BIMETALLISM. 


The  New  York  Sun,  June  11,  1894. 

In  former  papers  I  have  undertaken  to  show  that  a  debtor  nation, 
like  the  United  States,  having  payments  to  make,  as  Mill  says, 
"  not  originating  in  commerce,"  is  at  a  disadvantage  in  the 
struggle  for  gold,  and,  therefore,  cannot  permanently  main- 
tain the  single  gold  standard  ;  also,  that  prices  of  all  commodities 
that  go  to  pay  debts,  or  to  pay  for  imports,  must  be  as  low  in  the 
United  States  as  anywhere  else,  or  lower,  in  order  to  induce  other 
countries  to  buy  of  us  rather  than  buy  elsewhere  ;  and  this  being  the 
ease  as  to  a  large  percentage  of  the  productions  of  this  country,  that 
the  prices  of  other  things,  cannot  be  permanently  kept  at  a  higher 
level  by  protective  tariffs,  and  at  the  same  time  be  made  to  conform 
to  a  common  gold  standard. 

As  confirming  this  view,  Prof.  Nicholson  of  the  University  of 
Edinburgh,  in  his  recent  work,  u  Money  and  Monetary  Problems, " 
says  :  "  By  an  extensive  protective  policy  a  country  may  keep  up  a 
high  level  of  prices  compared  with  that  of  a  free  trade  country,"  but 
he  intimates  that  the  case  would  be  different  if  such  country  had  a 
permanent  tribute  to  pay.  Mill  says  the  result,  where  a  country  is 
indebted  to  other  countries,  is  "that  a  country  which  makes  regular 
payments  to  foreign  countries,  besides  losing  what  it  pays,  loses  also 
something  more  by  the  less  advantageous  terms  on  which  it  is  forced 
to  exchange  its  productions  for  foreign  commodities  ;  "  and  again, 
u  the  paying  country  will  give  a  higher  price  for  all  that  it  buys 
from  the  receiving  country,  while  the  latter,  besides  receiving  the 
tribute,  obtains  the  exportable  produce  of  the  tributary  country  at  a 
lower  price." 
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With  a  common  gold  standard  a  debtor  country  therefore  cannot,  by 
protective  tariffs,  keep  up  the  prices  of  products  that  enter  into  interna- 
tional trade  to  as  high  a  level  as  they  are  in  creditor  countries.  The 
next  step  logically  follows  ;  to  wit,  as  a  debtor  country  must  keep  the 
prices  of  a  large  part  of  its  products  down  to,  or  even  below,  the  inter- 
national level  on  a  gold  basis,  it  cannot,  by  protection,  permanently 
keep  up  a  higher  range  of  prices  for  the  rest  of  its  products.  Half  of  the 
people  producing  at  low  wages  and  low  profits,  and  selling  at  low 
prices,  cannot  buy  what  the  other  half  can  produge  at  high  wages 
and  large  "profits.  Hence  the  conclusion  that  protection  and  the  gold 
standard  cannot  go  together  is  irresistible. 

It  remains,  then,  to  point  out  the  difference  that  would  exist  under 
a  bimetallic  standard. 

The  difference  would  arise  under  two  conditions :  First,  under 
conditions  where  a  stable  par  between  gold  and  silver  is  maintained, 
or  where  the  two  metals  constitute  one  money  system  ;  and  second, 
where  one  metal  is  at  a  premium  over  the  other. 

The  older  writers,  as  Ricardo,  Mill,  and  others,  speak  always  of 
the  distribution  of  the  u  precious  metals,' '  or  of  gold  and  silver,  as 
one  money ,'and  never  of  the  distribution  of  gold  by  itself  or  of  silver 
by  itself.  Under  these  conditions,  that  is,  where  the  "  precious 
metals"  constitute  the  money  of  commerce,  a  debtor  country  would 
still  be  at  a  disadvantaged  the  trade  of  the  world,  or  in  competing 
for  the  precious  metals.  The  law  that  would  determine  the  distri- 
bution of  gold  and  silver  when  forming  a  single  system,  as  before 
1873,  whether  held  together  by  an  international  agreement  on  a 
common  'ratio,  or  by  the  balancing  power  of  a  strong  commercial 
country,  as' by  France  before  1874,  would  be  the  same  as  that  which 
governs  the'distribution  of  gold  as  a  single  standard.  Each  country 
would  obtain  and  keep  its  distributive  share  of  the  two  metals,  as 
determined  by  the  competition  of  commerce  ;  but  this  share  would 
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undoubtedly  be  less,  relatively,  for  debtor  nations  than  for  creditor 
nations.  But  while  the  same  law  would  govern  the  distribution  of 
gold  and  silver,  when  united  as  one  money,  which  now  governs  the 
distribution  of  gold  among  gold  standard  countries,  the  difference  to 
a  debtor  nation,  and  especially  to  the  United  States,  between  paying 
debts  by  the  single  gold  standard  and  by  the  bimetallic  standard, 
would  be  very  great. 

In  the  first  place,  we  are  the  largest  producers  of  silver  in  the 
world,  and  with  a  bimetallic  standard,  under  conditions  of  stable 
parity,  we  would  absorb  and  retain  in  our  own  currency  only  our 
distributive  share  of  the  entire  production  of  the  two  metals.  The 
first  effect,  however,  of  the  increased  supply  of  the  metals  at  home 
would  be  felt  on  home  prices  ;  but  having  raised  prices  here  the 
metals  would  gradually  flow  to  other  countries.  Silver  now  goes  out 
of  the  country  only  as  a  commodity  at,  say,  65  cents  an  ounce  ;  but 
under  conditions  of  bimetallism  on  the  ratio  of  16  to  1,  silver  would 
go  abroad  as  money  at  1.29  an  ounce  ;  or  if  at  a  ratio  of  15^  to  1, 
it  would  go  at  1.33  an  ounce.  Under  the  stimulus  of  the  higher 
price  more  silver,  too,  would  be  produced  in  the  United  States,  and 
it  would  make  a  very  great  difference  whether  a  hundred  million 
ounces  of  silver  went  to  pay  debts  at  65  cents  an  ounce  or  at  $1.29 
an  ounce.  The  difference  in  the  value  of  the  silver  product  alone  of 
the  United  States  would  go  a  long  way  toward  paying  the  interest  on 
our  debts  abroad.  Besides,  more  of  the  gold  produced  in  the  United 
States  could  be  spared  to  pay  debts  abroad,  if  in  parting  with  it  the 
stability  of  our  money  system  would  not  be  disturbed,  as  it  would 
not  be  under  bimetallism,  for  then  silver  would  be  as  available  for 
all  money  purposes  as  gold. 

Secondly,  the  restoration  of  the  bimetallic  standard  would  put  a 
stop  at  once  to  the  fall  of  prices,  and  would,  no  doubt  result  in  a 
gradual  rise  of  prices,  for  a  time  at  least,  over  the  whole  world.  The 
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debts  of  the  world  would  cease  to  grow  heavier  as  a  burden,  and 
could  be  more  easily  discharged.  This  gain  would  inure  to  the  great 
advantage  of  all  debtor  nations.  Since  the  change  in  the  money 
standard  in  1873,  debts  have  constantly  increased  through  the  appre- 
ciation of  money,  until,  as  compared  with  commodities,  they  have 
been  wellnigh  doubled.  As  prices  gradually  rise  the  increasing 
pressure  of  debts  would  cease. 

Thirdly,  the  restoration  of  the  bimetallic  standard,  by  putting  a 
stop  to  the  appreciation  of  gold  arid  the  fall  of  prices,  would  open 
the  way  to  another  era  of  prosperity  ;  confidence  would  be  restored  in 
the  only  way  in  which  it  ever  can  be  fully  restored  ;  that  is,  by  re- 
toring -conditions  that  make  business  success  possible.  Enterprise 
would  be  stimulated  and  wealth  would  be  increased  as  never  before. 

Conservative  estimates  put  the  loss  in  the  United  States  during 
the  last  twelve  months,  from  idle  labor  and  the  consequent  falling 
off  in  production,  at  not  less  than  $3,000,000,000,  This  equals  a 
large  per  cent  of  all  our  debts  abroad  ;  and  a  nation's  ability  to  pay 
debts  depends  in  the  long  run  on  its  ability  to  produce  and  accumu- 
late wealth.  Restore  to  the  United  States  conditions  that  will  per- 
mit the  full  play  of  the  productive  forces  of  our  people,  and  the 
burden  of  debt  would  rapidly  diminish. 

With  a  bimetallic  standard  then,  under  conditions  of  a  stable,  par 
of  the  two  metals,  while  still  subject  to  the  disadvantages  of  a  debtor 
nation  in  competing  for  the  two  metals,  we,  nevertheless,  would  gain 
largely  in  the  value  of  the  silver  exported,  in  the  general  rise  of 
prices  over  the  world,  and  especially  in  the  increase  of  our  power  to 
produce,  which  would  follow  a  change  from  the  condition  of  con- 
stantly falling  prices — a  condition,  as  Balfour  has  said,  (t  deadening 
and  benumbing  to  industry  " — to  one  of  stability  of  prices. 

ft  remains  next  to  point,  out  the  effect  of  the  interaction  of  gold 
prides  and  silver  prices,  where  gold  rises  to  a  premium  over  silver. 
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It  the  first  place,  the  free  coinage  of  silver  in  any  country  does  not 
demonetize  gold.  All  the  gold  in  the  world  used  as  money  will 
still  be  used  somewhere,  and  its  displacement  by  silver  in  one  coun- 
try will  add  just  so  much  more  to  the  stock  of  other  countries,  the 
same  as  if  a  like  quantity  of  new  gold  had  been  found.  Nor  would 
it  make  any  difference  in  the  total  stock  of  money  nor  in  its  effect  on 
general  prices,  whether  each  country  had  silver  and  gold  in  equal 
proportions,  or  whether  one  country  had  more  of  gold  and  another 
more  of  silver.  The  effect  on  general  prices  would  be  the  same  in 
the  one  case  as  in  the  other.  But  when  the  parity  of  the  metals  is 
broken,  new  conditions  of  trade  have  to  be  considered.  •  It  is  this 
condition  which  gives  rise  to  problems  which  writers  before  1873  had 
no  occasion  to  consider.  In  late  years,  however,  this  new  problem 
in  economics  has  become  one  of  the  highest  importance,  as  well  for 
gold  standard  as  for  silver  standard  countries.  The  problem  is  to 
show  how  a  variation  in  the  value  of  gold  and  silver,  as  related  to 
each  other  and  to  general  prices,  affects  the  trade  of  countries  hav- 
ing different  standards. 

The  statement  is  frequently  made  that  a  premium  on  gold  stimulates 
exports  from  and  checks  imports  to  silver  standard  countries;  in  fact, 
1  hat  it  acts  as  a  bounty  on  exports  and  as  protection  against  imports. 
The  truth  of  this  proposition  is  well  illustrated  in  the  trade  between 
England  and  India,  and  the  principle  can  be  best  shown,  perhaps  by 
taking  the  case  exactly  as  it  arose.  Let  us  begin  with  the  condition 
as  it  existed  before  the  fall  of  silver  began  in  1874.  Gold  prices  in 
England  and  silver  prices  in  India  were  then  practically  at  the  same- 
level.  A  pound  sterling  would  exchange  for  silver  enough  in 
London  to  make  ten  rupees  in  India.  The  conversion  of  gold  into 
rupees  aQd  of  rupees  into  goods  in  India  and  the  transportation  of 
the  goods  to  London,  there  to  be  exchanged  again  for  gold,  would 
yield  only  the  ordinary  commercial  profit;  but  a  fall  in  silver  in 
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London,  while  general  prices  remained  unchanged,  as  was  the  case 
beginning  in  1874,  changed  entirely  the  trade  conditions  between 
the  two  countries.  Suppose  the  fall  in  silver  at  any  time  to  have  been 
ten  percent,  so  that  a  pound  sterling  would  exchange  for  silve  enough 
to  make  eleven  rupees  instead  of  ten.  With  eleven  rupees,  prices 
not  having  changed  in  India,  a  merchant  could  buy  one-tenth  more 
of  the  products  of  India,  which  transported  to  London  where  gold 
prices  remained  unchanged,  would  yield  a  profit  of  ten  per  cent,  above 
the  ordinary  profits  before  the  conditions  of  trade  were  changed.  On 
the  other  hand,  goods  bought  at  gold  prices  in  London,  silver  prices 
in  India  remaining  the  same,  could  not  be  sold  in  India  for  more  rupees 
than  before,  and  consequently  could  not  be  reconverted  into  gold,  either 
directly  or  through  the  purchase  of  goods,  without  loss.  Hence  it  is 
plain  to  be  seen  that  the  fall  of  silver  in  that  case  did  operate  as  a 
bounty  on  exports  and  as  protection  against  imp  >rts  into  India.  Of 
course,  transactions  yielding  such  profits  would  lead  to  increased 
activity  of  trade  and  would  soon  result  in  a  decline  in  the  prices  of 
Indian  products  in  the  London  markets;  and  if  the  fall  of  silver  had 
ended  with  the  first  fall  of  ten  per  cent,  a  state  of  equilibrium  in  the 
London  market  would  soon  have  been  reached.  But  silver  prices  in 
India  would  not  be  raised  until  silver  enough  had  been  imported 
into  India  to  materially  change  the  proportion  between  money  and 
commodities,  which  would  take  a  long  time.  But  the  fall  of  silver 
did  not  end  with  the  first  drop,  but  went  on  declining  for  twenty 
years,  and  preceding  always  a  fall  in  gold  prices  in  London.  Con- 
sequently the  decline  of  silver  in  the  London  market  continued  for 
twenty  years,  and  until  the  mints  were  closed  to  silver  last  year,  to 
operate  as  a  bounty  on  exports  from  India  and  protection  against 
imports  into  India,  to  the  full  extent  of  the  fall  in  rupee  exchange 
between  t-ansactions;  and  India  was  never  so  prosperous  as,  during 
this  period.    But  her  prosperity  ended  with  the  closing  of  her  mints. 
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A  condition  of  precisely  the  same  kind,  but  resulting  from  a  dif- 
ferent movement,  would  take  place  if  gold  should  go  to  a  premium 
in  this  country  as  a  result  of  the  free  coinage  of  silver,  as  many  claim; 
would  be  the  case  if  the  United  States  alone  should  adopt  bimetal- 
lism. Should  gold  go  to  a  premium  in  this  country  under  such  con- 
ditions, prices  not  being  affected  in  gold  standard  countries,  as  they 
w-ould  not  be  at  once,  commodities  would  exchange  for  more  gold  in  * 
countries  where  the  relations  between  commodities  and  gold,  in  other 
words  gold  prices,  had  not  been  disturbed,  than  in  the  United  States, 
consequently  goods  would  be  exported  to  gold  standard  countries. 

Suppose,  for  instance,  the  premium  on  gold  should  go  to  10  per 
cent  here,  while  gold  prices  in  England  remained  unchanged,  and, 
they  could  not  fall  except  from  a  decrease  in  the  supply  of  gold,  and 
if  gold  went  to  a  premium  here  its  tendency  would  be  to  go  to  gold 
standard  countries,  so  that  if  prices  changed  at  all  in  such  countries 
the  tendency  would  be  to  rise  and  not  to  fall.  This  premium  would 
amount  then  to  a  bounty  on  exports  of  10  per  cent,  precisely  as  in 
the  case  of  the  fall  of  silver  in  the  trade  between  England  and  India. 
For,  as  it  would  take  10  per  cent  more  goods,  in  the  case  assumed, 
to  get  the  same  amount  of  gold  here  than  it  would  in  England, 
goods  would  go  to  England,  until  either  by  overstocking  the  market 
there  with  American  goods,,,  or  from  the  scarcity  of  gold,  prices  in 
gold  standard  countries  come  down.  But,  as  before  stated,  prices 
would  be  upheld  in  such  countries  by  the  inflow  of  gold  from  this 
country. 

On  the  other  hand,  just  as  in  the  case  of  India,  this  condition  would 
check  imports  into  the  United  States,  for  the  reason  that,  gold  prices 
not  having  changed  in  gold  standard  countries,  goods  could  not  be 
shipped  to  the  United  States  to  be  sold  for  our  money,  and  this  money 
reconverted  directly  or  through  merchandise  into  gold  again  without 
loss.    Hence  the  statement  recently  made  in  the  London  News  that 
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a  premium  on  gold  in  the  United  States  would  operate  as  a  protect- 
ive tariff  is  entirely  true  ;  but  it  would  do  more  than  operate  as  a 
protection  against  imports,  it  would  operate  at  the  same  time  as  a 
bounty  on  exports.  Consequently,  bimetallism  for  the  United  States 
alone  would  not  only  benefit  us  under  conditions  of  a  stable  par  be- 
tween silver  and  gold,  but  should  gold,  under  condition  of  free  coin- 
age in  the  United  States,  go  to  a  premium,  it  would  still,  and  in  a 
still  greater  degree,  redound  to  the  benefit  of  the  United  States,  and 
make  possible  a  degrees  of  protection  that  is  impossible  under  the 
single  gold  standard. 
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